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The Commission finds that Phase III accomnting will be Ilche cunulative
ongoing revenue losses and additional armual revénue requirements associated
with the new WACPs. Based upon the evidence presented in the above
captioned causes, the Commission finds the following FPhase III reverme
losses and additional revemue requirements to be those which are necessarv

to provide the new WACPs.

The Commission further finds that the additional toll reverme
requirements data below is from Staff's testimony for the Oklahoma City and
Lawton causes (Cause Nos. PUD 000975 and 000974, respectively) and from the
data request resposes prepared by the Oklahama Rural Telephone Coalition.
for Tulsa. The Comiission firther finds that with the exceptions expressly
set out elsewhere in this order, only the intrastate toll pool allocarec
portion of the additional WACP revenue requirements should be recovered froo
the Toll Pools.

REVENUE LOSSES & AID'L OKLAHCMA

1. Existing Reverues
Armmial Billed (S17,938,195) ($14,620,922) (S1,582,806) (§34,141,923)
Toll/pooled FX

2. Rate Design New $9,447,981 $1,928,448 §213,228 §11,589,657
Armmual Revermes
(Pooled) .

3. Addirional Anmual (S1,084,604) (5647,304)  ($207,504) (S1,939,412)

Toll Reverue
Requirements

b. Reverme lacement Available for Offsets to Billed Toll

Based upon the evidence presented in these causes and the Commission's

expertise and specialized lnowledge in these matters the Commission finds
that the new WACPs should be considered toll service arrangements. The WACY
usage designated as toll and adjusted to remove the impact of stimulation,
as also ordered in Order No. 353263, Cause No. PUD 000692, will be used to
allocate cost (investment and expense) to the toll polls.
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Consistent with the Staff's recommendations and this Commission's
Interim EAS orders, the Camiission further finds cthat revenue replacement
should be accomplished through the intrastate toll pools, wsil an
alternative reveme and expense settlement arrangement among the LECs and
the Commission Staff is approved by the Commission.

The Commission finds that there are sources of revemue in addition to
the Staff's reccumendation to spread wniform monthly rate additives over
each WACP which collecrively, could be used to replace reverue losses and
fund the additional ammmal WACP revenue requirement. First, this Commission
finds that all additional reverme generated by increases in implementing the
WACP's rate additives as specified in Attachments G, H, and I to this Order
will be comsidered toll and reported to the toll pools by all LECs.
Further, any LEC reducing rates as a result of implementing a WACP rate
subtractive, as specified in Attachments G, H, and I to this order will
reporttbeseredycedrevmsas an expense to the toll pools. On a
combined basis, this rate design will produce over S11,500,000 for inclusion
in the intrastate toll and swcharge pools.

Second, the Commission's pending investigation of SWBT's reverme
requirements (including SWBT's reserve deficiency amortization) and rates in
Cause No. PUD 000662, and the Commission's pending imvestigatim of the
effects on GIE-Southwest from the Tax Reform Act of 1986 in Cause No.
PUD 000260, may allow a sufficient reduction of costs allocated to the toll
pools by these coumpanies to secure the balance of unrecovered lost toll
revermes and additional reverme requirements. This will include the
investment associated with the expanded calling area designated as toll in
comection with WACP implementation. This Commission expects that the
changes in the toll pool cost allocation factors for SWBT and GIE-SW

necessary to accoaplish the Toll Pool recovery of lost revermes will be
jointly developed by the companies involved, the Pool Administrator and the
Toll Pool Steering Cammittee with oversight by the Commission Staff. The
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Commission will identify the reduction of costs allocated by these coapanies
to the toll pool and v’._'-z_.:l&l incorporate those reductions in the final orders
to be issued in Cause Nos. PUD 000662 (SWBT) and PUD 000260 (GTE-SW).

VII. Implemstation Plan

a. Network Rearrangements

The Commission finds that the LECs involved in the provision of the new
WACPs should convert the exchanges to be included in the new WACPs as soon
as practicable to a seven digit dialing basis. Therefore, the Commission
finds the LECs providing the new WACPs should develop and provide to the
Coomission within 30 days of the date of this order, a joint implemenration
schedule (Network Rearrangement Report) for each WACP; outlining by exchange
and zone the effective dates of the expansions of the flar-rate calling
scopes to other exchanges or zones in its WACPs. It <s the intention of
this Commission that this phase-in implemenrarion be coordinated
s.lfficimﬁly by the IECs involved in providing the services, so that
customer confusion 1s minimized.

b. Rate Design Effective Dates

The Commission finds that the rate design specified for each exchange or
zane on the Rate Design Attachments (Attachments G, H, and I) to this order
should become effective at the time each exchange or zone has some portion
of its calling scope expanded. Since an exchange or zome may have several
expansions to its calling scope during the process of implementing the new
WACPs, the LECs should also provide the Commission a schedule of rate change
(if any) and the effecrive date for each exchange or zome. This schedule
should be an attachment to the Network Rearrangement Report previocusly

referenced.
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£. Reverme Sources
!
This Commission further finds that all LECs should continue efforts o
develop intrastate toll sertlement alternatives to the oawrrent intrastare

pools.

Furthermore, the Commission finds that the Oklahama Toll Pool
Administrator, under the oversight of the Oklahoma Toll Pool Steering
Comittee and the Coomission Staff, should review the LEC's lost toll
reverne and additional revemue requirements ‘claims associated with WACPs
that are to be recovered through the toll pools or the alternative process
developed by the LECs.

IT IS THEREFORE THE ORDER OF THE OKIAHMA CORPORATION OOMMISSION that
the Wide Area Calling Plans set forth in Attachments D, E, and F hereto are

IT IS FURTEER ORIEEFD that each Wide Area Calling Plan adopted herein
shall allow unlimited two-wey calling between all zones and exchanges within
its respective Wide Ares Calling Plan and the calling shall be furnished on
a non-optional basis to all telephone subscribers in the Wide Area Calling
Plan.

IT IS FURTHER ORDERED that the rate for all residential and business
custamers located within the Tulsa and Oklahome City Wide Area Calling Plans
shall be $12.97 and $38.41 per month, respectively, regardless of the
current rate and the LEC providing the service; as set forth in Attachment G
and H hereto.

IT IS FURTHER that the vate for all residential and business
customers located within the Lawton Wide area Calling Plan shall be $11.32
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and $31.04, respectively, regardless of the current rate and the LEC
providing the service; as set forth in Artachment I herero.

IT IS FUKTHER ORIERED thar the EAS arrangements previously granted to
Collinsville, Sidatook, Claremore, Inola, and Medicine Park, as set forth in
the findings herein, shall be replaced by this order and the Wide Area
Calling Plans established herein.

IT IS FURTHER ORIERED that the rate design adopted herein shall replace
the rate design previously authorized in Order No. 354912 issued in Cause
No. PUD 001030 and Order No. 353263 issued in Cause No. PUD 000692; as
wodified by Order No. 355885 issued in Cause No. PUD 001059.

IT IS FURTHER ORTERED that the rate designs authorized for the Wide Area
Calling Plans adopted herein shall be effective at the time each exchange or
zone has same portion of its calling scope expanded as set forth in the
implementarion plan required by this order.

IT IS FURTHER ORDERED that the reverue losses and additional armmal
revenue requirements created by Interim Orders No. 354912, 353263, and
355885, issued in Cause Nos. PUD 001030, 000692, and 001059, respectively,
plus the revenue losses to any LECs in Oklahcma which are caused by the Wide
Area Calling Plans adopted herein, ghall be replaced using the reverme

T IS FURTHER ORIERED that the Record in these Causes shall consist of
“the individual record for each of the above styled causes, in addition to
‘the evidence presented and the orders issued in each of the EAS causes filed
with the Commission since 1987.

IT IS FURTHER ORDERED that the toll service in place prior to
December 31, 1989 for exchanges and zones which will become part of a Wide
Area Czlling Plan as a result of this order shall contimue to be designated
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as toll service. The usage, along with any necessary usage é‘djustum:. as
ordered in previous EAS orders by the Commission, associated with the
non-usage sensitive pricing for toll service within each respective WACP
shall continue to be identified as intralATA toll for purposes of
jurisdictional cost allocation to the intralATA and surcharge pools. Such
sexvice shall be priced on a non-usage sensitive pricing basis for calling
between all zonmes and exchanges within each of the respective Wide Area
Calling Plans.

IT IS FURTHER ORDERFD that with the exception of the local measured
service offered by GIE-SW within the Tulsa and Oklahome City Wide Area
Calling Plans, and the Low Use Service Plan offered by SWBT within each of
the Wide Area Calling Plans, any basic local service and extended area
servicewidxinthecallingscopes;cpteereinshallbe repriced by the
rate design adopted herein. The traffic shall remain classified as it was
before the implementation of the Wide Area Calling Plan, with the

_ inter-company settlements contimuing to be as they were prior ro

mlmtat:.m oftheWideAreaCalli.ng Plan. The increase or decrease of
revenues that will occur as the result of the repricing of the basic local
service and existing EAS for the Wide Area Calling Plan shall be recorded as

either a credit or a debit to the Intrastate Pool revenues.

IT IS FURTHER ORDERED that all existing EAS arrangements within the Wide
Area Calling Plans shall be vepriced by the rate design and reverme
distribution adopted herein.

IT IS FURIHER that the LECs imvolved in the provision of the
Wide Area Calling Plans adopted herein shall convert the exchanges included
in the calling plans to seven digit dialing, as soon as practicable.

IT IS FURTHER ORDERED that the LECs imvolved in the provision of the
Wide Area Calling Plans adopted herein shall provide to the Coomission,
within 30 days of the date of this order, a joint implementation schedule
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(Network Rearrangement Report) for each Wide Area Calling Plan; which
outlines by exchange and zone the effective datks of the expansion of WACP
calling scopes to other exchanges or zomes in each respective Wide Area
Calling Plan and the effective date for anmy rate changes for each exchange

or zone.

IT IS FURTHER ORDERED that the LECs providing service to the Wide Area
Calling Plans adopted herein shall file tariffs with the Commission which
conform with this order. Said tariffs shall be effective immediately after
approval by the Director of the Public Utility Division, and shall be
implemented for each zone and exchange within the Wide Area Calling Plans in
conformance with the Network Rearrangement Report filed herein.

IT IS FURTHER ORDERED that all LECs shall contirme efforts to develop
intrastate toll settlement alternatives to the current intralATA toll and

surcharge pools.

CORPORATION CCMMISSION OF OKLAHOMA

e j
OQ)*/4 AL | L- 7
mvm-aalm,/

Coneurs in Part and Disseﬁcs in Part
Seperate Opinion attached

T CTORAITS, JR., Coomissioner

DONE AND PERFORMED this & £ day of /I/,#t;{ , 1991.

BY ORDER OF THE OOMMISSION:
i/
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APPLICATION OF LARRY A. SCHROEDER

. ] CAUSE NO. PUD 000974
ACTING DIRECTOR (F THE PUBLIC UTILITY

LAWTON EXTENDED TELEPHONE SERVICE ARFA.) ORDER No. 357147

SPECIAL OPINION OF J.C. WATTS, JR., COMMISSTONER
J.C. Watts, Jr., Commissicner, Concurring in Part and Dissenting in Part

1 conor with the majority's decision today in Cause Nos. FUD 000899,
000975, and 000974 with regard to the adoption of Wide Area Calling Plans
for the Tulsa, Oklahoma Clry, Lawron areas. I alsc conaur with the rate
design adopted by the majority herein for the Oklahcom City and Lawton Wide
Area Calling Plans. I must respectfully dissent however from the majority's
decision with regard to the rate design adopted for the Tulsa Wide Area
Calling Plan, because even though the size of the Tulsa and Oklahama Cicy
Wide Area Calling plans are identical, the Tulsa Wide Area Calling Plan will
encoapass fewer access lines than the Oklahoma City Wide Area Calling Plan,
due to the differences in the density of population :Ln the two areas.
Accordingly, I would have established a rate of $12.07 and $34.02 for all
residential and business customers within the Tulsa Wide Arez Calling Plan,
respectively, regardless of the telephone campany providing the service.
This would have the same effect on Tulsa customers as the effect received by
Oklahoma City and Lawton customers; a wide area calling plan for the rate
axrrently paid by the telephome customers in the center of the Wide Area
Calling Plan.
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HEARINGS : May 9, 1990, before Cammission en banc
May 17, 1990, Techmical Conference
June 7, 1990, before Commission en banc
Decemmber 17, 1990, Techmical Conference
February 7, 1991, before Commission en banc

APPEARANCES at February 7, 1991 hearing:

Maribeth D. Snapp, Deputy General Counsel, and John W. Gray,
Jr., Assistant Gmeral Counsel, Oklahoma Corporation
Commisgion

Nancy L. Coats, Attormey for Soutimestern Bell Telephone Co.

Cody B, Waddell Attamey for Oklahome ALLTEL, ALLTEL
Oklahcma, Telephone, Chickasaw 'relephane and
Oklahoms Omm.cadms Systems, Inc.

Ron Wmlitim Attorney for Oklahoma Rural Telephome

Bill Bullard, Attorney for Cross Telephone, Portawatomie
’l‘elephme Choteau Telephone, and Totah Telephone

Nmmaum Attorney for City of Bixby

Armn . for INCOG

Jon Buckingham, Attorney for Collinsville EAS Applicants and
Oologah EAS Applicants

Robert D. Butkin, Assistant Attorney General

Ted Moore, Attorney for Inola EAS Applicants and City of
Cowata

Neil E, McNeill, Artorney for City of Tulsa

J. Cody Wilbanks, Attorney for General Telepnome of the

Jim Tarmer, Attorney for City of Claremore

PROCEDORAL BISTORY

On April 25, 1990, the Commission Staff filed an Application in the
m‘styledcmu,r?nsﬁngdnttbe C:tu:ﬂ.saim directf:he Staff to

te a Notice of Inquiry concerning development of a pricing plan
for an expanded calling scope in the Tulsa, Oklahoma area. The Coomission
en banc conducted a bearing May 9, 1990, pursuant to notice given to all
the local exchange compenies (LECs) whichreeuveapar:imofttm‘.r
revermes from the intrastate toll and sixcharge pools the Actommey
General of the State of Cklahoma.

On My 9, 1990, the Commission directed the Conmission Staff to file a
Notice of Inquiry, as requested at the hearing and in the Staff's
Application. This Notice of Inquiry established certain procedural dates
for technical conferences, written camments, and hearing on the merits of
the Notice of Inquiry. The Notice of Inquiry was published cne time in
Tulsa comty and was mailed to all the LECs which receive reverues from the
intrastate toll and surcharge pools, the chief executive officer of each
cmmdc:.tyloca::edmtbintheproposedcallingscope and the Attorney
General of the State of Oklahoma, as well.as the applicants and all parties
ofrecordinenchdmpmdingmcamm&xemlsama

"ATTACEMENT A"
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Interventioms werecgmud in this cause to the Attorney General of the
State of Oklahoma, City of Bixby, the Indian Nations Council of
Goverrments (INCOG), the cities of Oologah and Collinsville, MCI
Telecommumications Corporation, the City of Claremore and the City of
Tulss. The LECs were deemed to be respondents in this cause.

Comments were filed in response to the Notice of Inguiry by INCIG,
Chouteau Telephone Co., Totah Telephone Co., Senator Stratton Taylor, the
City of Claremore, Oklahoma Commmications System, Inc., the Attormey
General's office, the City of Bixby, the City of Oologah, the Ciry of
Collingville, General Telephone of the Soutimest (GIE-SW), the Oklahama
Rmal Telephone Coalition (ORIC), and Southwestexn Bell Telephone Campany
(SWBT) .

A tectmical conference was held June 6, 1990, and thereafter,
additional comments were f£iled by GIE-SW.and ORTC. Thereafter, on August
23, 1990, a second technical conference was conducted.

On August 28, 1990, the Commission Scaff filed a Second Notice of
Inquiry, seeking comments to a proposed calling scope which would consist
of all the telephone exchanges served by a rate center which is within a 35
mile radius of the Tulsa Center zome rate center. The Second Notice of

established procedursl dates for technical conferences, written
comments, testimony, and a hearing on the merits. The Second Notice of
Inquiry was sent to all the LECs, the chief executive officer of each city
and town which is located within a telephone exchange served by a rate
center within a 35 mile radius of the Tulsa Center Zone rate center, all
parties of record, and the applicants in all pending EAS causes in the
Tulsa area. Additionally, the Second Notice of Inquiry was published one
time in Tulsa Comry.

Cameats to the Second Notice of Inquiry were filed by ORTC, OCSI,
Beggs Telephone, SWBT, GIE-SW, MCI, the Oklahoms Independent Coammmication
Association and Keystone Peninsula Property Owners Association.
Addizionally, the Artorney General filed a Statement of Positim.

A technical conference was conducted on December 19, 1990, and
thereafter, testimmy was filed in this Cause by the Cammission Staff,
INCOG, ORTC, GIE-SW, and SWBT. On Jarmwary 25, 1991, the Cormission issued
a Notice of Hearing Contiruance, which contirmued the hearing on the merits
scheduled for Jamuary 30, 1991 until February 7, 1991, and rescheduled the
meeting place for the hearing from the Cammission's Oklahome City office to
the Cammission's Tulsa office. Again, everyone who had received a copy of
the Secand Notice of Inquiry, as noted above, was sent a copy of the Notice
of Hearing Contirmance.

SIMARY OF EVIDENCE
WILLIE J. HOLLIRS, Telecomumications Coordinator in the Public Uriliry

Division Rate Department, Ctestified on behalf of Commission Staff. Mr.
Hollins adopted his i tes and testified coucerning the
industry cost and studies in this cause. Mr. Hollins testified

that based upon the data he received from the LECs, the amwal toll
loss to the toll pools would be $17,368,599. He indicated that this
represents data fIrcm the fourth quarter December 31, 1989,
amualized. Mr. Hollins also indicated that implementation of the Tulsa
WACP would cause a loss of $777,957 from current foreign exchange sexvice
(FX).

Mr Hollins testified that the $17.3 million lost intralATA toll reverue
is aurrently pooled and shared by the 39 LECs who participate in the
intralATA toll pool. After indicating that Mr. Steve Wilt of the
Commission Staff prepared the facilities cost for addirional trunking and
switching facilities, he indicated that the total cost to provide flat-rate
calling within the proposed Tulsa WACP would be $20,594,163 if the sexvice
were provided over a dedicated network. Mr. Hollins reccammended that the
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reverues from the Tulsa WACP should be pooled, il order to maintain the
authorized pool rate of return.

It wes Mr. Hollin's recommendation that wuniform rates be adopted in
each exchange or zone, by campany. This would create different rates for
different companies, but each company would have the same rate for all of
iumdmguzﬁb;mvﬂttﬁgednmwggé He recommended thatr the
exchange rates company raised to campany's highest licable
tariffed exchange rarte and that an additional rate addirive be ?icd.ated
as required to generate the remeinder of the WACP revenue requiremenc. He
further reccmmended that the additional rate addirive be a wmiform rate
with the business line additive being three times the residential addirive.
Accordingly, he recommended a rate additive of $2.35 for all residential
customers and a rate additive of $7.04 for all business custamers in the
Tulsa WACP, in addition to the highest applicable tariffed exchange rate
for each company. ’

SIEVE WILT, Public Utilivy Services Coordinator testified on behalf of
the Tamm.ssion Staff. He adopted his prefiled testimony and indicated that
he reviewed the i ing costs (swi and trunking) associated with
the provision of a Tulsa Wide-Area Calling P (WACP). These costs, as
provided by each utility as overall estimates, were arrived at by
determining the estimeted increased usage, and the resulting additional
equipment and facilities required. From that the additicnal equipment
costs and associated amrual carrying charges were calculated. He indicated
that ﬂltcostsherevimdwereestimtesbut that they appeared

Mr. Wilt indicated that inrzrldertopmvideamlsaw a.js.acrequested
in this proceeding, Cimarron ephone Coopany proposes to replace six (6)
SCY (Strombreg Carlson XY) central offices with digital central offices,
GIE-Soutiwest, -Inc., proposes to replace one (1) SCXY and two (2) SXS
(Step~by-Step) central offices with digiral central offices, Shidler
Telephone Company proposes to replace its SCXY central office with a
digital central office, and Soutiwestern Bell Telephone Campany proposes to
replace five (5) SMS and two (2) crossbar central offices with digital
central offices. The remminder of the exchanges of the eight (8) LECs
involved will omly need the addition of more carrier chammels, cable
faciliries, and associated ancillary equipment.

Mr. Wilt testified thar based upon his review of the information
provided by each of the eight (8) LECs, and specifically 7 of the
Oklahoma Rural Telephone Coslition's response to the Oklahcma ation
Coamigsion's 2nd Notice of Inquiry, he was recomending the following
avwal switching and trunking costs be used by the Rates Department in this
proceeding. These costs are associated with each exchange, and all network
Extended Telephone Service routes in between as a cambined figure for
switching and for trunking. He further indicated that his recommendation
is based upon the asmmptions of establishing & new network, on a
seven-digit dialing basis, with the revemues pooled. LIf any of these
assumptions are changed, he testified that the costs would have to be
modified accordingly, and reanalyzed.

s Te Campany sg_% ,%(53(7)
B Telephone Company v
Cigyrm Telephone Campany $303,700
GIE Soutiwest, Inc. $413,352
Oklahoma Commmication Systems, Inc. 515,000
Shidler Telephome Company $129,100
Souttmeestern Bell Telephone Company S1,516,140
Totah Telephone Company S44,858

TOTAL ANNUAL SWITCHING AND TRIREKING COSTS $2,447,607
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THOMAS A. WECXEL, Area Manager - Rates ind Tariffs for SWBT in
Oklahoma, testiried as to SWBT's position regarding the proposed Tulsa
WACP, Mr. Weckel adopted his prefiled testimony and testified thar SWBT
congiders the proposed Tulsa WACP similar to that in Oklahoma Cicy, thac
is, it would be seven-digit dialed and nom-optional service for calling
anywhere in the proposed ing scope without additional usage charges.
Purthermore, Mr. Weckel testified that since the proposed service would be
the minimumm service that a customer could purchase, SWBT considers it to be
a customer's basic service and therefore, local service. In addirion, Mr.
Weckel testified that the revenues and expenses for such an  arrangement
should not be pooled in the inrrastate pools.

Mc. Weckel also testified.as to SWBT's additional costs and proposed
rate design to provide the new wide area calling plan. First, the basic
monthly rate for SWBT's custamers would be increased to $12.97 per line for
residence service and $38.41 per line for business service. Second, a
monthly surcharge of $51.52 per line for residence service and $4.53 per
line for business service would be added to the basic monthly charge.
W‘ﬂnrefurem&u wﬂj:t:al bmthly mwt:ul a‘.or ms]'.s sxé:bscribers in the

sa wide area scope be 4,49 per line for
residence customers and $42.94 per line for business customers. Mr. Weckel
stated that the proposed rates were comparable to SWBT's Oklahoma City
rates for similar service.

Mr. Weckel also testified that customers in the proposed calling scope
who are served by other local exchange carriers should have their
custamer's basic wmomthly service charge raised to at least SWBT's levels
for the same proposed service. .

JOHN LOBE, District Manager -~ Separations and Settlements for SWBT in

' ted his prefiled testimony in this cause and testified that

the non-opticnal Tulsa Extended Telephone Service Ares (ETSA) reverme is
local reveme, and that this revemue should not be pooled.

He testified that classifying the EISA reverwe as toll is
inappropriate. The FCC's Uniform System of Accounts, which is essentially
required for all LECs by this Commission, clearly requires this type of
non-optiomal service to be treated as a local service. In addicion, the
FCC's and the United States Telephone Association's jurisdictional
separations procedures treat this service as a local service.

He further testified that it is inappropriate to pool cthis ETSA
revenue, regardless of whether the service is classified as toll or local.
Pooling is appropriate only if the pooled services are to be offered under
uniform statewide rates. EISA rates are not uniform statewide rates.

Mr. Lube also testified that pooling the ETSA does not achieve the
financial status .quo desired by the Staff and other IECs. The pooling
impact study made by the industry for the Tulsa ETSA proves that pooling
the ETSA in a proper marmer does not keep the pools or all 1ECs whole.

Mr. lube then testified that the proposal of other LECs to ignore the
stimilated ETSA usage, in order to achieve a status quo, is not proper. He
explained that this stimulated e should not be ignored because
excluding the stimilated EISA usi%e separations and pooling violates
the principle of actual usage specified in the FCC's separations rules.
This menipularion of rhepooledusage'alsodefeatsd'xeﬁgoseformch
the pools exist, by preventing the recovery of properly a ted costs.

Mr. lube further testified that it is also unlikely that a reasonably
accurate usage adjustwent could be designed and implemented. Because
ongoing network measurements carmot distinguish between original base
usage and new sti red usage, or between ETSA usage and non-ETSA usage on
mixed trunk groups, then surrogates would have to be developed for che
pre-ETSA base usage, for the growth of this non-stimulated base usage, and
for the normal growth of the non-ETSA usage. It was his opinion that such
surrogates would be of questionable accuracy.
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DAMA T. BOLIR, Area tory and Industry Affairs Director for GIE
T, ted his ed testimony. This Testimony indicated that

the forty exchanges being considered for inclusion within the Tulsa Wide
AnaCallinglemtlypuy:ouchnﬁesforulls intc the existing
Tulsa metropolitan i area. 1l revemes generated by these
investments and expenses related to these calls are required to be
allocated to the IntralATA jurisdiction pursuant to IntralATA Toll Pool
Administrative Procedires based on FCC Rules and Regulations.

It was Mr. Bolin's testimony that removing the revemues, investment and
expenses associated with Tulsa metyopolitan area calling from the Toll Poll
andS;rdm%ePoolwkm:heMmmCPis implemented would have a net
adverse effect on all Oklahoma LECs participating in the Toll Pool because
of the magnitude of the mmber of exchanges and amomnt of revenue irvolved.
Although GIE-SW originally proposed that the Tulsa metropolitan ares
calling revenues be treated as local revenues and excluded from the Toll
Pool (when the proposed calling scope only included twenty-three exchanges)
because of the significant adverse impact on the Toll Pool caused by loss
of revenue from forty exchanges and the ensuing rate shock that would ocour
if the LECs were required to increase rates to offset losses to the Toll
Pool, GIE-SW believes the revermes associated with Tulsa metropolitan area
calling should remain in the Toll Pool for the short term future, until the
broader issue of pooling of reverues is resolved in Cause No. PUD 000326.

RICHARD L. witness for GIE-SW, testified that the proposed
Tulsa ares scope, as amended, encompasses inter e
calling for a_total of forty (40) exchanges and zones, served by eight (8)

different Local Exchange Carriers (LECs), whose rate centers are within
thirty-five (35) airlines miles of the Tulsa Center Zone.

He stated that GIE-SW's traffic studies indicated a lack of cammmity
of interest for the majority of the interexchange routes included in the
proposed calling acope. The studies indicate that only two GTE-SW -
originating routes, Coweta to Broken Arrow and Coweta to Tulsa Center Zone,
satisfy the EAS commmity of interest standards established by this
Commission and docketed separately in Cause No. PUD 000660. He stated that
Order No. 349050 issued July 31, 1989 directed that EAS for Coweta was to
be established no later than July 25, 1991. However, he admitted that the
proper rate design was deferred pending the outcome of the instant case.

He testified that the GTE-SW armual amount of lost billed reverues are
$3,238,908.96, including both interlATA Message Telecommmication Service
(MIS) and Foreign Exchange (FX) Service.

He fAuother testified the interexchange networking rearrangements/
addirions required of GIE-SW were identified under wwo (2) differenc secs
of assumptions; - 1) the Tulsa WACP traffic would be added to the existing
toll network and, 2) the Tulsa WACP traffic would be placed on its own
separate, dedicated network. Even though it would be slightly more
expensive, Mr, Limbacher recommended the separate, dedicated network.

He testified that regardless of network configuration, GIE-SW would be
required to replace three (3) of its central offices to support the
proposed Tulsa WACP. Also, he noted that all three (3) central office
replacements are unplarmed, capital improvements which would require a
minimm of eighteen (18) months to engineer and couplete. Under Mr.
Limbacher's recompended , the unseperated cost of these networking
considerations will be 54,475,739.00 in capitalized expa:xdim:es_ gnd
$151,800.00 in one-time expensed activities. Mr. Limbacher also identified
additional items for cousideration such as the initial cost of customer
rotification (estimated to be $26,054.50) and the armual recurring cost of
foreign white pages (estimated to be $51,066.00).

He testified that GIE-SW developed rates and charges under each pooling
scenario contemplated in this Application. He stated that recovery of the



additional reverme requirements created by the néw investments, shifts in
embedded reverue requirements caused by the estimated stimulation in usage,
and sufficient replacement revermes to cover all lost billed toll revermes,
were included in GIE-SW's costing analysis. Mr. Linbacher testified that
GIE-SW's rate design consisted of exchange rate reclassificarions,
monthly EAS rate additives to fully recover all -SW-specific costs, and
mathly EAS rate additives that would msintain the intrastate pools' rates
of return which would be uniform across all forty (40) exchanges and zones

PETER , President of Cyberlink Corporation, testified on
. . McManamon testified that the Commission should use a
stimulation factor of 3.0 instead of the 4.5 stimulation factor used by the
telephone coupanies, when calculating projected traffic and associated
costs for the Tulsa WACP. He firther indicated that the replacement costs
provided by the LECs are too high, both because the stimulation factor is
too high and becsuse only a portion of the cost of switch replacement
should be attributed to the WACP, with the remsinder of the switch
replacement cost allocated to other factors such 2s equal access provision
requirements or futwre unstimulated . It was his belief thar only
30-401 of the total cost for switch rep t should be allocated to the
WACP and he recommended that the LECs be required to identify and juscify
the portion of switch replacement allocated to the WACP.

Mr. McManamon also recommended that a special rate be developed for
fixed income and economically disadvantaged customers and that such a
system be administered by appropriate social service agencies,

C. ROGER HUTION, Consultant to the Oklahoma Rural Telephone Coalition,
adopted his preiiled testimomy in this cause. BHe testified that he is an
expert on telephome issues including Bell/independent relations,
development of cost, pricing and intercompany coopensation for EAS
arrangements between SWBT and the independent telephone companies, network,

Mr. Hurton testified that it is the recommendation of the ORIC that the
rates established in this cause should produce total reverues which will
recover: 1) the revermes produced by present interexchange rates, inciuding
toll, EAS and FX rates, for between the and zones; and 2)
the anmual costs of implementing the Wide Area Calling Plan (primarily the
additional switching -and trunking equipment required to provide the
service) as reflected in Scenario 5 (included in Attachment No. 1 to Mr.
Hutton's testimony) and more fully explained in the ORTC's response in this
cause filed on March 8, 1991. These costs have been identified by the
respective campanies and provided to the Oklahoma Corporation Commission.

He further recommended that the revenues which cover these total costs,
whether produced by rates that are usage sensitive or flat-rate, should
contirmue to be clagsified as toll revermes and fully subject to toll
pooling in accordance with the Commission's exdsting policies and orders.

Mr. Hutton testified that SWBT has positioned their argument as a local
versus toll classification issue, with the belief that if the Coumission
will call the service local it will preclude the LECs contimuing to pool
the reverme and related costs and thereby allow SWBT to receive the
windfall benefits of that change. Mr. Hutton £Hiurther stated that the
Commission has no limitation with respect to contimuing to pool the
reverues from the WACP service. He reaffirmed the ORIC's position as that
the service is toll presently and that by pricing the service in a
different marmer (non-usage sensitive) does not change that fact. However,
even if the Commission chooses to rename the WACP service to local, it is
of no significance so long as the service remains subject to intrastate

pooling.
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Mr. Hutton further testified that the FCC's Uhiform System of Accounts
and the FCC's cost separations procedures, Parts 32 and 36 respectively of
:rxel-‘d:s&:lesandhgl:la:ionsaretoolsofdnmg\xlators, not as SWBT
would have you believe, that the regulators are tools of these procedures.
He indicated that these rules reflect the history of certain regulatory
actions and the orders of regulatory Commissions preva.xl over:any

related usage as toll asordnmdbytkn(‘mn.ss:.m for purposes of cost
allocation. Part 32 Accaunting Rules allow for these revenues to be booked
as toll and Part 36 Cost Allocation rules likewise can contirme to allocate
the coats to the toll pool. The FCC Part 32 accounting procedures and Part
36 cost allocation procedures in no wey preclude the Commission from

that the reverues and relacted costs contirme to be pooled in order
to achieve its public interest objectives.

Mr. Hutton Sother testified to the twelve pool simulations or
scenarios performed by the LECs. He stated that it does not take extensive
analysis of these to see that the results of Scenarios 1 through &4 are
unacceptable and inequitable between companies, irrespective of whether the
Teverues are or are not pocled. Afterh:vingxdmnfxeddxesemacceptable
Pemltsmpn.orsm;latlmsfortbe "pie-ghaped” plan, the independent

recognized the need to also nm Scenarios 5 and 6 as well as Line 3,
thepoolmake-vtnlzrmcalculanm

Mr. Hutton testified that Scenario 5 (and 6) identifies the best
opportunity of achieving "make-wtole' of the pool, with the least impact
becween compsnies, and at the lowest possible rates, without
inappropriately impacting other ratepayers in Oklahoma.

Mr. Hutton indicated that the ORIC companies have always stated that
cmnmedpoolmgmsdesiredcomnuinegui , NOt to create a windfall.
In recognition of the Commission Staff’s stated objectives, that the
contimed pooling maintain the status quo, the ORIC proposed the
alternative of neutralizing the stimularion effect on cost separation
factors and average schedule omssage volumes. Mr., Burton further
indicated that one of the benefits of pooling and separations i{s its
flexibility. Cost separations procecires have always been adjustable and
fle:n.b)f.e to respond to changing condirions in tecimology, regulation, and
other factors.

H:r &mm::.fmdttmcbbelwvad:batttnsuggesnmscbe%thas
separarions factors and stimulation are permissible within
dmﬁx&m doctrine used within the separations process. He
some existing factors used in the separations process
based on the direct assignment doctrine which are deviations from the usage
doctrine that are inherent in separations (i.e. the interstate gross
allocator, DEM weighting factors, surrogate usage for umeasured and
therefore flat-rated non-premium access services, and the phase-down SFF
currently being used in the Oklahome pools by negotiated agreement with
Soutimestern Bell and approval of the Commission).

Mr. Huttom further stated thar the Coumission has alresdy ordered the
IECstoinplmtrhepoohrgofthe}bdicmePark/Iawthallmglema
marmer which avoids w:ndfalmSwdmscmBel;dorl;iz’;szaﬁ
Telephone Campany. The LECs will carry cut that Order in SO wi
establish appropriate cost separations and average schedule procedures that
w:.llbeequitablesndcmbemi.formlyapﬁiedforpoohng the reverues and
costs associated with the Tulsa Calling P
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In its Statement of Position,  the Q!ﬂécofd:&lh%z
‘?:'L d:eu],.nlint: e fmeltmzs'snﬂzimm :
to Ve po requirements o $ in developi
wide-area plans for the Tulsa, Oklahome Citymdwmm?ap:‘ﬁ
in all other applications for EAS. The Attorney General went on to
state that the polling requirements of the EAS rules provide the only
objective test for determining whether there is ccomunity of interest such
mntdnmja:ityofloczlubaaibcrsarewilhngtopaythehzgtm local
ills for extending their local calling scope.

In addition, the Attorney General expressed concern over the
posgibiliry of the Commission's SWBT's Telestate 21 proposal
{Cause No. PUD 000837) as a source of the wide-area calling plan
proposed in this Cause. The Attorney General expressed concern that SWBT's
axrent Telestate 21 proposal is unconstitutional and wurged that the
Commission not tie funding of this Cause to the Telestate 21 sal. The
Attorney General alsc urged the Commission not to foreclose possibilicy
of uging any excessive revermeas of SWBT for other puwrposes sch as
decreases in local service rates or statewide toll rates.

In m:lditimtotlufurﬁngevidcu the Commission received a great
deal of imput from the the proposed Tulsa wide-area
calling plan. Ihismwd:ﬂnfomofletters:othe&mﬂssmsas
well as appearances at the Techmical Conference and the hearing on the
merits. The majority of the members of the public supported the proposal
and indicated a willingness to pay the additional costs necessary to
implement the plan. Included among these were both residential and
business customers, as well as several State Legislators representing the
affected areas. Additionally, a Tulsa radio station conducted a "call in"
pollmdu:gedﬁmcmmsto call either the radio station or the
Cammission with their "vote' either for or against the WACP. The majority
of those casting their 'vote" were in favor of the WACP.
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IN RE: INQUIRY OF THE OKLAHOMA
CORPORATION COMMISSION CONCERNING
THE DEVELOPMENT OF A COMPREHENSIVE
WIIE-AREA C'LLING PLAN FOR THE
OKLAHQMA. CTTY EXTENDED TELEPHONE
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)

CAUSE NO. PUD 000975

BEARINGS: April 24, 1991, Before the Cammission en banc

APPEARANCES: Glen A. Glass and Nancy L. Coats, Attorneys for
Soutinestern Bell Telephone Company;

Ron Comingdeer, Attorney for the Oklahoma Rmal Telephone

Coali .
J. Cody Wilbanks .and Willism G. Mmndy, Attormeys for GIE
Soutissest, Inc.;

Cheryl Clayton and Cindee Pichot, Attorneys for the City
of Noble, Oklahoma;

Cody B. Waddell, Attorney for the Oklahome Commmication
Systems, Inc.;

Robert A. Butkin and Alice S. Mitchell, Assistant Attorney
Generals; and

Rick D. Chamberlain, Assistant General Counsel, Oklahama
Corporation Conmission

The Commiseion issued its Notice of Inquiry herein on September 7,
1990, seeking comments from all interested parties on a mxber of issues
relaving to the development of a 35-mile radius ve wide-area
calling plan for the Oklshcoa City extended service area,
The Notice of Inquiry was served upon each App t (and their
representatives where applicable) with a currently pending Application
for Extended Area Sexrvices ("EAS") into the existing Oklahoma City

telephone service area. The Notice of Inquiry wes also served upon the
mayors and State Senators and Representatives the areas
included within .the proposed wide-ares calling area. Notice of

Inquiry was also served upon representarives of every local exchange
telephone coapany which receives revenues from the Oklahcma intralATA
toll and surcharge pools. Finally, the Notice of Inquiry was served

various other parties interested in the telephone industry within
?Suteofadntm. including the Attomey General of the State of
Oclahoma .

MCI Teleccommications Corporation ('MCI") filed a Petition for
Intervention. Written comments were subsequently filed by Southwestern
Bell Telephone Company ("SWBI"), the Oklahama Rural Telephone Coalirion
("ORIC"'), GIE Scuthwest, Inc. ("GIE-SW'), the City of Noble, Oklahoma,
and Oklahcma Commmnication Systems, Inc. ("OCSI™)., A Statement of
Posirion was also filed on behalf of Robert H. Herzy, Attorney General
for the State of Oklahoma. A muber of letters from members of the
public were also received by the Coomission.

Attachment B



]

o February 12, 1991, an informal techmical conference was held co
discuss the appropriate costs to be recovered, the appropriate revemue
Tecovery machanisms, the appropriate rate design, and other topics
Telaring to the proposed wide-area calling plan. Members of the public
as well as representatives from the various affected telephone campanies

Prefiled direct testimony was filed on behalf of the ORTC, GIE-SW,
SWET and the Conmission's Public Urility Division. The ing on the
merits was held before the Commission en bamc on April 24, 1991, ar
the outset of the hearing, MCI's intervention was heard and granted.

Messrs. Willie J. Hollins and Steve Wilt then testified on of the
Commission's Public Utility Division ("'Staff"). The local exchange
telephone companies then armounced an agreement themselves not to

call any witnesses, to rely on their respecrive prefi testimony, and
to waive cross-examination of their respective witnesses. There was no
objection by counsel for the other parties. After ctaking public
comment, the record was closed and the matter taken under advisement b
the Conmission.

SIMARY OF EVIIENCE

Willie J. Hollins, Tariff and Cost of Service Coordinator, testified
o behalf of the Cammission's Staff. Mr. Hollins testified that if the
Commission were to grant flat-rate, non-optional calling within the
proposed 35-mile radius circle, the affected local exchange companies
would experience an armmal intralATA toll reverme loss of approximacely
$14,033,527.20. These revenues are corently pooled in the IntralATA
Toll Pool. Mr. Hollins alsc testified that the coopanies would
experience an additional reverme loss of approscimately $811,773.04 from
acrent foreign exchange service ("FX service"). Of this ammr,
approximately $587,395.00 is anrently considered as pooled reverme
while the run:lm'.nﬁiZZla,HB.Ob is considered local reverwe and is not
pooled. Mr. Hollis estimated that the total revenue requirement for
the proposed wide-area lan, including reverme losses and
additional facilities cost, d be approximately $15,268,226.20.

Mr. Hollins recommended that lost local revemes be recovered
through rate adjustments. He also recommended that lost incralATA toll
and pooled FX revenues contimue to be pooled. Mr. Hollins also
recoomended that the wide-area calling plan not be implemented until
coaplertion of SWBT's currently pending rate case (Cause No. PUD 000662)
and GIE-SW's axrently pending rate review (Cause No. PUD 000260),
W cases can be completed within a reasonable time period.
Mr. Ho mdfum:mmg;lu?wmmm coag:sign
rates based upon these campenies' ac urisdictional earnings may
reveal additional reverme streams for funding all or part of the
wide-area calling plan.

Mr. Hollins also recamﬁed&m:maddidmlrw?medsbe
recovered tihrough uniform rates in each exchange or zone campaty.
Mr. Hollins testified that trnmsewracesmxld be develgp;ed in two st:g:.
First, the exchange rates by i dual company would rajsed to T
ca:pury's:hzfest tariffed exchange rate. Second, an additicnal rate
additive d be calculated as required to ate the remsinder of
the plan's revemue requirement. Mr. Hollins recoomended that this
additional addirive be uniform throughout the wide-area calling scope
and :kutdtbusinesslineadditivesrnﬂdbe&meeqmnme
residential additive. Mr. Hollins did recommend that no additive be
added to customers of OCSI's Jones and Choctaw exchanges because gf the
high local rates they are currently paying for EAS with Oklahoma City.
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On cross-examination by coumsel for OCSI, Mr. Hollins indicated that
he would have no objection to reducing the rates for the Jones and
Coctaw exchanges to rates couparable to OCSI's other exchanges.
However, Mr. Holling stated that he did not know how such a significanc
local rate reduction could be funded. On redirect examinavion, Mr.
Hollins affirmed that OCSI was free to file an application for rare
redxction at amy time if it believed that its rates for the Jomes and
Choctaw exchanges were too high.

Steve Wilt, Public Utility Services Coordinartor, also testified on
wmggrc:imsm'saguff. Me. Wilt ftestif:‘.ed :h:: he had
reviewed tching truniding cost figures provided by che
tglephmecmpam.esin:hisCamfor implemenration of the proposed

wide-area calling plan. Mr. Wilt &Huother testified that he had

accepted the cost estimating procedures and cost estimates provided by
the conpanies in this Cause.

Mr. Wilt characterized these cost estimates as 'broad gauge
estimates" but stated that they are acceptable for p ing and initial
rate setting purposes. Mr. Wilt stated that the ac costs of the
plan can only be determined after the proposed service is provided,
These actual costs can then be used to "true wp' the esrimated costs and
the initial rates,

Mr. Wilt estimated that the additional swit and trunking costs
for the proposed wide-area calling plan be approximately
$7,692,118, comsisting of $6,814,223 in addirional investmenr and
$877,895 in other charges. Mr. Wilt's estimate assumed a new network
and seven-digit dialing.

Mr. Wilt also recommended that if the Commission authorizes the
proposed Oklahome City wide-area calling plan, the Commission's Staff
should monitor the switching and trunking costs, and any other relevant
cost and usage figures, after the service has been installed and
operational for cne year. This will provide actual cost information
which can be used to adjust the estimating procedires and future rate
designs.

C.%&m.co-mwofdnmmldngfimof Cathey, Hutton
and tes, testimmy on behalf of the ORIC. Mr. Hutton
tostified that at present the faciliries of the six telephone companies

service wirthin the proposed 35-~mile rading circle are
intercormected and the customers of the various companies can call one
another under various pricing schemes. Some customers can call certain
portions of the proposed ares and be charged only their bagic flat local
exchange rate plus an addirive for existing extended area service
("EAS") arrangements. Still other custcmers can call certain portiocns
of the proposed area and be charged measured toll rates over and above

Mr. Hutton testified that the toll revenues from these interexchange
calls are aurrently ramitted to the Oklahoma IntralATA Toll Pool and the
Oklshoma Surcharge Pool in accordance with prior orders of the
Commi ssion. All local exchange telephone coupanies subject to the
Comnission's pooling orders receive a distribution of the revermes fram
these pools in order to cover their respective costs for providing
interexchange toll services.

Mr. Hutton recommended that if the Commission orders the czeation of
a 35-mile radius calling scope, the rate; ‘muﬁﬁmbe the zones
and exchanges encompassed by the Notice o i set at a
level which would recover the lost reverme from the present usage
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sensirive interexchange rates, including toll and FX rates, plus the
addirional switching and trunking costs of:her-qusudsgrviceas
reflected in "Scenario 5" attached to the ORIC's Cooments filed herein.
That scenario aasumes usage of the existing telecormmication network, 7
digic dialing, pooling of the revermes and related costs, and does not
include stimulated usage in the cost allocation factors for pooling.

Mr. Hutton further reccomended that the replacement revermes reamain
clasgified as interexchange toll and reported to the Oklahome toll poois
Surther

and the wide-ares plans axrently being considered for the Tulsa
avea (Cause No. PUD 000899)

Mr. Hutten alsc recommended that the Commission consider the
precedential impact which its decision in these dockets will have on amy
futire application for EAS or another wide-area calling plan. M.
Hutton indicated that it might be more appropriate for the Cammssion to
consider other altermatives such as an optional plan or 2 smeller

calling scope.

Dsoa T. Bolin, Area Regulatory and Industry Affairs Director, filed
testimony on benalf of GIE-SW. Mr. Bolin recoumended that if the
Comnisgion appréwes the proposed 35-mile radius wide-area calling plam,

calling betwmen the existing Oklahoma City local calling scope and
the added exchanges should contimue to be included in the IntralATA Toll
Poll and Surcharge Pool for the foreseeable short texm. However, Mr.
Bolin recommended that ultimately, pooling of EAS and wide-area calling
reveres and costs should be discontimmed.

Mr. Bolin recommended thar the revemue losses and additional costs
which would result from the adoption of the proposed wide-area calling
plan should be recovered through a uniform FAS additive which would be

to all customers within the 35-mile radius. This EAS additive

be included in the IntralATA Toll Pool. M. Bolin testified that
this proposal would keep the Pool's earnings level and the participating
local exchange coopanies reverme neutral for pooling purposes.

Mr. Bolin firther testified tknc;bis rmdatmw'mis no:la

t solution but represents oost c eagily

pmaddnisuted mechanisn to handle the immediate situation. Mr. Bolin

testified that the industry should contimue to work toward resolving
problems in the current pooling envircoment.

Finally, Mr. Bolin disagreed with Mr. Ritten's recompendarion
the treatment of stimiulated usage resul from the proposed
plan. Mr. Bolin testified that bt;.ld&;i:?‘s sl is contrary to the
logic of the separations process distort results
in other jurisdictions. In addition, Mr. Bolin testified that Mr.
Hutton's pcoposal would result in under-recovery of a conpany's  total
costs of providing wide-area calling services and this under-recovery
would have to be recovered chrough local rates.

Jemes L. Grahem, Staff Administrator - Toll Pricing, also filed
testimonty on  behalf of GIE-SW. Inicially, Mr. Graham recommended that

if the Commission approves the proposed wide-area calling plan, GIE-SW
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be allowed to maintain the exis toll-free cai.ling scopes between its
affected exchanges, including the 11l/Wayne roure. Mr. Graham then
discussed various traffic studies performed by GIE-SW om the usage in
lcsaffactedaftﬁnpsmdcmcludcdbys thar GIE-SW does not
support  amy t-rate, Cwo-way non-opti expansion of the calli
::opga of its ud'mge:m However, Mr. Graham Eaud that G'E-Wlu';sg
1ling to support wide-area calling plan proposed in this Cause
provided the Commission is willing to grant rate increases which will
canpensate GIE-SW for its revemue losses and addirionsl investment.

Mr. Graham oquantified GIE-SW's estimated reverue losses and
additional investment and other costs. He then discussed the rates
which GIE-SW had developed for each of the six scenarios developed by
the affected local exchange coopanies. Mr. Graham recommended that the
Commiggion adopt the rates and charges adopted by GIE-SW for "Scenarios
3 and 3a." Scensrio 3 assmumes a new, dedicated network, pooling of the

- - asgociated investnents, expenses and revemes, and Tecognition of

stimulated for both cost separations and pcoo purposes.
Scenario 3a ahocuum@addidmnlrmlt?&m:m.m
"Pools' test period base level rates of return. Mr. Graham ficther
recoomended that the rate structure result in a uniform EAS additive
dl::t@nxtdnwamhmgesinch:dedind’upropcsed wide-area calling
plan.

Mr. Graham a?:imdwhycm-SJdoumtbeliwe that the proposed

wide-area calling p is in the best interests of the customers

imvolved. He testified that the most econamical and efficient means of

providing telecommmication services between the exchanges imvolved in

this Cause is the existing toll arrangement with mirutes-of-use pricing
and/or the implementation of opricnal calling plans.

Thomms A. Weckal, Area Manager - Rates and Tariffs, filed rtestimony
on behalf of SWBL. Mr. Weckel stated SWBT's position that the wide-area
calling plan proposed in this Cause should be treated as a local service
rather than a toll service. Mr. Weckel further recammended that the
proposed wide-area calling service be provided over a new dedicated
network rather than over the existing network.

Mr. Weckel quantified the reverme loss and additional investment to
SWBT under the proposed plan. To recover these costs, Mr. Weckel
reccomended first of that the basic service rates for all SWET
customers within cthe wide-area calling scope be raised to the current
Oklahcma City rate levels. m’stmim:%;rmmﬁmcsmld
be recovered through a monthly surcharge to 's customers within the
35-mile radius circle. Mr. Weckel reccomended that each of the other
five (5) local exchange companies involved in this Cause recover their
costs from their custcmers using the same approach as SWBT.

mharges&. : wide- calling shi.j.g o be rat;ut shaul: at:
for wide-area not poo

treated as local reverme. Finally, Mr. Weckal discussed the proposals
of the other affected local exchange ccupanies and outlined SWET's
disagreement with them.

Jobn P. lube, District Manager - Separations and Settlements, also
i testimoy on behalf of SWBT. The purpose of his testimony was to
demonstrate that the rate additives associated with the proposed
wide-ares calling plan are local service revermes and not toll reverwes.
Mr. Lube concluded by sumparizing the resulcs gf the poolmg simulacions
done by the six (6) local exchange ccopanies inmvolved in chis Cause.
Mr. Lube testified that neither the pools nor the cost coupanies were
kept whole in the pooled scenarios 1 and 3. Mr. Lube further testified
that the losses shown for all involved campanies in the non-pooled
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scenarios 2 and 4 could be offser with b:.ll-md-knep wide-
plan revenues. Finally, Mr. Lube testified thar while the
mofmlmlmmmmtmmlymh

rules provide the only objective test for detsrmining whether there
commity of interest such that the majority of local subscribers

pay the higher local telephone bills for extending - their

g
E
8

In addition, :heAttanzmeala:p:euedcmcemcverthe
Commission's viewi SWBT's Telestate 21 proposal

. as a source of the wide-area calling plan
proposed in this Cause. 'n\eA:tomey General expressed concern that
SWBT's current Telestate 21 proposal is unconstitutional and urged that
the Commission not rie funding of this Cause to the Telestate 21
. The Artorney General also wrged the Commission not to
foreclose the possibility of using any excessive revexmues of SWBT for
other mpxposes such as decreases in local sexrvice rates or statewide

In addition to the foregoing evidence, the Commission recez.ved a
great deal of  input from the public regarding the proposed wide-~
cal plan. This input took the form of lettars to the Camissims
as as mnunsathtﬁﬁul%maﬂmw;g
t:bemi:s‘.:h. 24 w{ﬁmt exception, the members o;‘.i* lic
supported proposal Mad&wwm additional
. Inc these were both
residential and business customers, as well as several State Legislators
representing the affected areas. In fact, there was virtually mo
oppocition:o&:eproponedplmfmdnmbersofd‘mpubh.c
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HEARING: May 8, 1991 before the Coamission en banc

APPEARANCES: Jolm W. Gray, Assistant General Counsel,
Oklahoma Oarporat:.m Coomission
Nancy L. Coats, Attorney for
Sautizsestern Bell Telq:haie Ca:pany
Rony , Attormey £

Telepln:le Coal:.:im
Cody B. Waddell, Attorney for
Oklahoma Alltel and Cklshoma Comamication
" Systems Inc,
Cody Wilbanks
Attorney for GIE-SW
William Bullard, Attorney for
Choucesu Telephone Company, Total Telephone
Company, Pottawatcmie Telephone Company and
Cross Telephone Company
Alice Mitchell, Assistant Artorney General

PROCEDURAL HISTORY

On tember 7, 1990, I.arryAScrmoederAcdngDirec:orofche
Public ity Divxsim caused the above-entitled Notice of Inquiry
be filed. The Notice solicited comments and suggestions far
consideration in developing and implementing a comprehensive wide-area
calling plan for the Lawton telephone service area, which includes all

wit:amecm:amthinammlec:adiuscgm&um rate
center, ge exchanges were: Apache, che tranoga, E
Fletcher, Indiahcma, Lawton, Medicine Park, Sterling and Walters. e

On October 3, 1990, MCI Telecommmications Corporatiom (MCI) filed a
Petition for Intervention. Specifically, MCI requested that the
Commission issue an order permitting it to intervene in the cause and

fully parcicipate.

On March 18, 1991, mrespmutothzkd.cecthmzy written
cmtsmreceivedb the Commission Court Clerk's Office. Comments
were received from Soux:tuestem Bell Telephone Companty (SWBT), General
Telephone of the Soutiwest (GTE-SW), Oklahoma Comnmications Systems,
Inc. (OCSI), Oklahama Rural Telephone Coalition (ORIC), and the Attorney
General. A techmical conference was held March 22 1991 with all
interested persons present.

On May 8, 1991, Ahemngmsheldbeforedaemssmmbmcm
addressismsraxsedmd’xeNoticeofInquiry During the hearing, the
Coomission denied MCI's Petition for Intervention for failure to be
present and prosecute its motion. The remainder of the cause was taken
under advisement.

SIMMARY OF EVIDENCE

Willie J. Hollins - Tariff and Cost of Service Coordinator in the
Public Utilicty Division Econcmic Policy Department, Oklahoma Corporation
Coomission testified on behalf of the Ccnniuia;x::aff H{ !bll:.tﬁ
testified that the total reverme T ost TO
reveme, H{revmsandnwfac:.liryc:?éum would be $1,790,309. PFurther
Mr. Hollins testified that the preferable way to recover the lost
revermes is from local rates. Rurther Mr. Hollins testified that the
lost toll revermue, along with the lost FX revenue (81,547,634.73) should

Atrtachkmenr C
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be polled in the IntralATA toll pool. Further, Mr. Hollins reccamended
that the Caomission not implement the proposed wide-area plan uncil
after the Commission has had an opportunity to address SWBT's rate case
BBO%NO. mooo&gﬁﬁ's%wmmm in Cause No. PUD
60. Y, . ins adop his prefiled testi as a

Steve Wilt - Coordinator-Tecimical Evaluations in the Technical
Mi'bac:m and Consumer Service Department of the Public Utilicy

%- Consultant for Oklahcma Rural Telephone Coalition,
adop testimony as his direct testimomy. In his prefiled
testimony, Mr. Hutton reccomended that if the Commission grants the wide
area calling plan (WACP), that the Commission establish rates that will
vecover the lost toll and FX revemue and rthe ammual cost of
inplementation (primerily the additional switching and trunking costs
required to provide the service). Further Mr., Hutton recamended thar
the revermes generated by the WACP be treated as toll and contimue to be
poocled in the IntralATA Toll Pool and Surcharge Pool.

Dana T. Bolin - Area Regulatory & Industry Affairs Director of
GIE-SW adopted nis prefiled testimony as his direct testimony. In Mr.
Bolin's prefiled testimony he explained how the InrralATA Toll Pool and
Surcharge Pool operate. Further, Mr. Bolin stated that for the
foreseeable short texm funure the reverue genmerated by the WACP should
be included in the toll pools, but thar ultimately wide area calling
revermes should not contimie to be pooled.

James R. Graham - Staff Administrator - Toll Pricing for GIE-SW,
adopted his prefiled cestinmgeas his direct testimony herein. In Mr.

exchange  indi by tanooga
subscribers into the other within the proposed 20 mile radius.
Mr. Graham further stated that GIE-SW's total armual lost billed reverme
which is at risk is $41,658, all from Message Toll Service. Further Mr,
Crahsm stated that there would be additional expense and investment
necessary to change-out its cenrral office and increase mu\\d.!\% Mr.
Graham estimates the ammal reverme requirement to be $264,52/ if the
WACP is carried on the same trunk groups as the remmining toll or
$266,616 if a dedicated network is created.

Thomas A Wechel - Area Manager - Rates and Tariffs for SWET, adopted
his prefiled testimony as his direct testimomy herein. In Mr. Wechel's
testimony he stated that the proposed WACP should be considered local
service as opposed to being toll service. Also he reccaomended that a
dedicated network be established for the WACP. Mr. Wechel explained
that although costs shared in the pool study indicate that a dedicated
network is slightly more expensive, the additional expense to attempt to
resolve the inability to sepsrately measmure the usage for dissimilar
services on the existing toll network would outweigh the small
diffevence in incremental investment. Mr. Wechel further stated that
the total lost toll and FX reverues would be $1,471,000. PFurther, Mr.
Wechel stated that there would be another $680,000 required anrmally ¢©o
meet the reverme requirement for increased investment and .
SWBT estimates that the total revenue requirement to provide a toll-free

i for all exchanges with a rate center which is within a 20 mile
radius of the Lawton rate center is $2,151,000.

Jotm P. Lube - District Manager - Separations and Settlement for
SWBT, adopted his prefiled testimony as his direct testimony in this
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cause. In Mr. Lube's prefiled testimony, he stated the purpose of his

was to demnstrate thar the rate addirives associated with
providing the WACP for Lawton are local service revermes and not toll
reveries and therefore the revermes should not be pooled. Further Mr.

_Lube stated that the Uniform Systems of Accounts (USOA) adopted by FCC,

states that any expangion of a calling scope is considered local
service., Rurther, Mr. lLube stated that all of the Oklashome IECs have
also adopted the USOA. Finally, Mr. Lube identified 12 possible
:tc‘ml:iosccncmﬁngd:empactmaumofpooling:mrmsfm

In its Statement of Position, the Office of the Oklahams Attorney
Genaral urged the Commission to reconsider whether it i3 in the puablic s
Interest to waive the polling requirements of the EAS rules in
developing wide-area plans for the Tulsa, Oklashome Ciry and
Lawron areas, and in other pending applications for EAS. The
Artorney General went on to state that the polling requirements of the
EAS rules provide the only objective test for determining whether there
is a coommity of interest such thar the mejority of local subscriber
are willing to pay the higher local telephone bills for extending their
local calling scope.

In addition, the Attorney General concern over the
possibility of the Commission's 's Telestate 21 proposal
(Cause No. PUD 000837) as a saurce of the wide-area calling plan

proposed in this Cause. The Attorney General expressed concern that
SWBI's current Telestate 21 proposal is unconstitutional and urged that
the Cammission mnot tie funding of this Cause to the Telestate 21
proposal. The Attorney General also urged the Commission not to
foreclose the possibility of any excessive reverues of SWBT for
O&f purposes such as decreases in service rates or statewide
toll rates.

public the proposal and indicated a 8s to pay the
addi: costs necessary to implement the plan. Included these
were both residential and business customers representing ected

areas, In fact, there was virtually no opposition to the proposed plan
from the members of the public. ‘



